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Praise for The Growth Delusion

‘A most thoughtful and profound philosophical reflection on how we live our lives, organise our societies and shape the future of humanity. It should be compulsory reading for everyone who is interested in making the world a better place’ Ha-Joon Chang, author of 23 Things They Don’t Tell You About Capitalism

‘A welcome antidote to the gospel according to GDP’ Sunday Times

‘Engaging and fast-paced … A wonderfully cosmopolitan survey’ Adam Tooze, Guardian

‘In The Growth Delusion, Pilling makes an important yet complicated subject accessible to experts and non-experts alike. The book offers a most insightful and at times witty guide to the essential question: what precisely is economic growth for and how can it be harnessed to improve the lives of people in poor countries as well as rich ones?’ Kofi Annan, seventh Secretary-General of the United Nations and winner of the Nobel Peace Prize

‘Sharp and engaging … Pilling is right that the spell needs to be broken’ The Times

‘David Pilling brings added urgency to this longstanding debate about what he calls the “cult of growth” … A timely warning about how fast the global economy is speeding towards a range of dangerous roadblocks’ TLS 

‘Briskly and engagingly, David Pilling alerts us to our impoverished sense of reality in an age that has sacrificed quality to quantity’ Pankaj Mishra, author of Age of Anger

‘David Pilling is a witty, well-informed and well-travelled guide to our obsession with growth … If he sometimes makes fun of measurement, he also makes measurement fun’Angus Deaton, winner of the Nobel Prize in Economics

‘If you thought that GDP did not necessarily translate into increased welfare, David Pilling shows you convincingly why you were right’ Jagdish Bhagwati, author of Why Growth Matters and In Defense of Globalization

‘This is a fascinating and extremely readable book that engagingly challenges many of our assumptions about what makes for a successful economy and a happy life’ Chris Patten, 28th Governor of Hong Kong and author of East and West

‘The story of our ill-judged obsession with GDP, and how we should be measuring societies’ Guardian, Picks of 2018

‘This is an excellent and timely book that should be mandatory reading for policymakers, economists, investors and, yes, journalists. It exposes the folly of our modern obsession with a narrow concept of economics and our reliance on gross domestic product data as a sign of well-being — and does this in a lively, well-written and easy-to- understand way’ Gillian Tett, author of Fool’s Gold and The Silo Effect

‘What economics needs now, what we all need, are peop le who can bring it back to life. In The Growth Delusion, Pilling does exactly that, charting the idea of economic growth from its birth to the present through countless vivid stories’ Joe Earle, author of The Econocracy

‘David Pilling is an excellent guide to the pitfalls and shortcomings of GDP and a trenchant exponent of the need to move beyond the “cult of growth” ’ New Internationalist

‘In a brisk and very accessible review, Pilling points to how measurement has a decisive impact not only on analysis but also, crucially, on policy … The next time I am confronted by a sudden change in our national accounts, I will recall the insights of this book’ Paschal Donohoe, Minister for Finance and Public Expenditure and Reform, Irish Times

‘Entertaining and well-argued’ The Week

‘Excellent … The argument for better ways of measuring prosperity is steadily gathering momentum’ Rohan Silva, Evening Standard

‘A thorough debunking of GDP’ City A.M.

‘Rarely does a study of gross domestic product (GDP) and growth sizzle with such wit and acuity, but Financial Times editor David Pilling manages the feat … Masterful’ Nature

‘Pilling isn’t afraid to make the well-worn criticisms of GDP, and does so with clarity and force. But the real beauty of the book is how effortlessly he takes this argument a step further … A wonderful book … By injecting a credible dose of ambivalence into common assumptions about GDP he offers a very welcome entry into post-2008 economic writing’ Resurgence & Ecologist
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The Cult of Growth



For over seventy years the advanced societies of the world have preened themselves in the mirror and mostly admired what they saw: growth. The mirror is called gross domestic product and it has become our principal means of judging how beautiful we are, both as economies and as societies. The economy – the thing that GDP seeks to measure – is all around us. You can’t smell it or touch it. But it is the background noise of the modern world. It is the staple fodder of headlines, business channels and political debate. Yet, for such a fundamental concept, surprisingly few know precisely what the economy is or how we gauge its progress. All we know is that it must constantly be moving forward, like a shark.

We define the economy in terms of GDP.* In modern times, and against its inventor’s warnings, GDP has become a proxy for a country’s well-being. If the economy is growing, then things must be good. If it is shrinking, then not so much. But the mirror into which we have been staring is more of the fairground than the bathroom variety. The image reflected back is grossly distorted and increasingly at odds with reality. Our economic mirror is broken.

We are living in an ‘age of anger’, defined by popular backlash and rejection of previously cherished institutions and ideals, up to and including Western liberalism itself.1 In the US that has led to the rise of Donald Trump. Britain has voted for Brexit, and in Europe unconventional parties, both on the right and the left, have shaken the status quo. There are political convulsions, caused by popular revolt, from India to Brazil and from the Philippines to Turkey.

There are many competing explanations for what has caused popular rage in countries that have, judged by conventional measures, never been richer. There is, though, a common thread. People do not see the reality of their lives reflected in the official picture, the picture painted principally by economists. Some of the forces at play in this backlash stem from issues of identity, a sense of helplessness, lack of affordable housing, an absence of community and anger against money politics and rising levels of inequality. Some stem from the fact that our definitions of ‘growth’ and ‘the economy’ no longer fit people’s lived experience. This book aims to explain the gulf between what experts say about our lives and what our lives actually feel like.

Though almost everyone has heard of GDP, few know it was invented as recently as the 1930s as a tool to counter the Great Depression and then reworked as a means to prepare for the Second World War. The first thing to understand is that the economy is not a natural phenomenon, a truth to be discovered. Before 1930 it practically didn’t exist. It is a man-made thing, like candyfloss or car insurance or double-entry bookkeeping.

If GDP were a person, it would be indifferent, blind even, to morality. It measures production of whatever kind, good or bad. GDP likes pollution, particularly if you have to spend money clearing it up. It likes crime because it is fond of large police forces and repairing broken windows. GDP likes Hurricane Katrina and is quite OK with wars. It likes to measure the build-up to conflict in guns, planes and warheads, then it likes to count all the effort in reconstructing shattered cities from the smouldering ruins. GDP is good at counting, but a pretty poor judge of quality. It has terrible table manners. For GDP, a dinner setting of three forks does just as well as a knife, fork and spoon.2

GDP is mercenary. It doesn’t deign to count transactions where no money changes hands. It doesn’t like housework (here, at least, I find common cause) and it shuns all volunteer activities. In poor countries it struggles to account for most human endeavour, the bulk of which takes place outside the moneyed economy. It can count a bottle of Evian in the supermarket but not the economic impact of a girl in Ethiopia who trudges for miles to fetch water from a well.

Growth is a child of the manufacturing age, and GDP was designed primarily to measure physical production. It struggles to make sense of modern service economies, quite a defect in rich countries where services, like insurance and landscape gardening, dominate. It is not bad at accounting for production of bricks, steel bars and bicycles – ‘things that you can drop on your foot’.3 But try it out on haircuts, psychoanalysis sessions or music downloads and it becomes distinctly fuzzy. It is bad at measuring progress, precisely the thing we imagine it is good at. To our principal measure of growth, an antibiotic is worth pennies, even though a syphilitic billionaire from a century ago might have handed over half his fortune for a seven-day course.

Our definition of the economy, in short, is pretty crude. As someone remarked casually to this author, ‘If you’re stuck in traffic for an hour, that contributes to GDP. If you go round to a friend’s house to help out, that doesn’t.’ It was, he said, ‘all you need to know’. In the hope that he was wrong about that, I hope you’ll read on.


We all sense instinctively that something is wrong. But we struggle to put our finger on it. The global financial crisis of 2008 was the ultimate signal that economics had let us down. In the run-up to the collapse of Lehman Brothers and the onset of recession in virtually the whole Western world, the cult of growth had led us to celebrate our economies. People like Alan Greenspan, chairman of the Federal Reserve, said everything was going swimmingly and that the markets should be left alone to create ever more wealth.

In fact, our standard measures had told us little about how growth was being created: that it was built on a foundation of exploding household debt and ever cleverer (for which read ‘ever more stupid’) financial engineering by bonus-crazed bankers. Advanced economies had supposedly reached a new nirvana known as the Great Moderation, in which booms and busts had been consigned to history by clever technocrats and in which the market, if left to its own devices, always reverted to a happy state of equilibrium.

Economic growth told us little about rising inequality nor about huge global imbalances. The US was running huge trade deficits financed by Middle Eastern oil exporters and China, both of which were busy recycling their trade surpluses into US Treasury bonds. The Chinese were in effect lending Americans money so that they could afford all the stuff being produced in the factory of the world. That’s what kept the growth merry-go-round spinning. Until it stopped. Years later, many Western countries, especially in Europe, are still struggling to bring their economies back to pre-2008 levels. Much of the growth of the previous years had, it turned out, been an illusion.

One problem with growth is that it requires endless production and, its close cousin, endless consumption. Unless we want more and more things and more and more paid experiences, growth will eventually stall. For our economies to keep on moving forward, we must be insatiable. The basis of modern economics is that our desire for stuff is limitless. Yet in our heart of hearts we know that way lies madness.

Several years ago the satirical magazine the Onion ran a piece about Chen Hsien, a fictional Chinese worker producing fictional ‘plastic shit’ for bored Americans. In true Onion style, the piece was borderline offensive, yet it cut to the bone of a real issue. Chen was constantly shaking his head in wonder at the incredibly useless things he was being asked to make, from salad shooters and plastic-bag dispensers to microwave omelette cookers, glow-in-the-dark page magnifiers, Christmas-themed file baskets, animal-shaped contact-lens cases and adhesive-backed wall hooks. ‘And I also hear that, when they no longer want an item, they simply throw it away. So wasteful and contemptible,’ he scoffs. ‘Why the demand for so many kitchen gadgets? I can understand having a good wok, a rice cooker, a tea kettle, a hot plate, some utensils, good china, a teapot with a strainer, and maybe a thermos. But all these extra things – where do the Americans put them? How many times will you use a taco-shell holder? “Oh, I really need this silverware-drawer sorter or I will have fits.” Shut up, stupid American.’4

Chen’s rant hits a nerve because most of us in the rich world know that we are constantly buying things we never knew we wanted and will never use again. Advertising and envy of our friends and neighbours prompts us to buy more and to upgrade constantly. By the time you read this, my iPhone 5 will be a joke. We know too that goods like washing machines and toasters are deliberately designed to break so that we will purchase still more in a never-ending cycle of consumption.

The sort of things Chen makes sound ridiculous. But they are far from fictional. The SkyMall shopping catalogue, which enables airline passengers to order from the comfort of their seats, has offered a variety of must-have items, including a portrait of your pet dressed as seventeenth-century nobility ($49), a mounted squirrel head ($24.95), a life-size hanging jungle-monkey statue ($129) and, most important, rubber lips for your dog ($29.95). When economists say the world’s current problems are caused by a chronic lack of demand, one wonders what else we might possibly want.5

From the perspective of economics, the world has never looked so good and our spending power has never been so prodigious. The US has been growing more or less relentlessly since the first set of national accounts was published in 1942. The same is true of Britain and most of Europe. After a blip following the 2008 financial crash, most economies have resumed their upward trajectory, albeit at a more sedate pace. So even if growth has slowed, our economies have never been bigger. If accumulated growth is a proxy for well-being, then we must never have been so content.

One obvious problem with putting too much faith in growth is that its fruits are never evenly shared. Our standard gauge of average income – or well-being – is calculated by taking the size of a country’s economy and dividing it by the number of people living there. Averages are a trap. They are deeply misleading. Bankers earn more than bakers, who earn more than the unemployed. To take an extreme, if the entire economic pie of a wealthy country went to one individual and nothing went to anyone else, then the average person would be doing very nicely, thank you. But the typical person would have starved to death.

The real world is not quite so extreme – outside North Korea at any rate – but even in countries like the US averages can be grossly skewed. Let’s just imagine for a moment that a large proportion of the wealth created each year goes to just 1 per cent, or even 0.1 per cent, of the population. Sounds far-fetched? In fact, the top 0.01 per cent of Americans, just 16,000 families, has seen its share of national wealth quintuple since 1980. They now enjoy a bigger slice of America’s economic pie than their counterparts did in the so-called Gilded Age of the late nineteenth century.6 If your country’s economy is growing solely because the rich are getting richer and if you are working harder and harder just to maintain your living standard, then you are entitled to ask what, precisely, is all this growth for?

That is particularly true since study after study shows that people’s happiness depends not on their absolute wealth, but rather on their wealth relative to those around them. In an experiment written up in a paper called ‘Monkeys Reject Unequal Pay’ two capuchin monkeys were initially perfectly content with a reward of cucumbers when they successfully performed a task. But when one monkey was subsequently given tastier grapes as a reward, the monkey receiving plain old cucumbers became enraged, angrily flinging the previously satisfactory salad vegetable at its handler.7 The monkeys’ economy had grown, since grapes are better than cucumbers. But the resulting inequality brought only discontent. Humans are the same. When employees at the University of California were given information about the salaries of their peers, those discovering they were paid below the median suddenly became less satisfied and more likely to seek a new job. The attitudes of those earning above the median were blithely unaffected.8

Economic growth, then, is partly the aggregate effect of an arms race between individuals who must always stay one step ahead of their neighbours. Imagine going to your local restaurant to discover that no one is any longer prepared to work for a waiter’s or chef’s wages. Your relative wealth depends on someone else’s relative poverty. And it is that individual compulsion to get ahead or to stay ahead that keeps us running faster and faster on the economic hamster wheel, propelling the economy forward without making us any happier. If a waiter earns $100,000 a year, you must earn $200,000 to keep him bringing you food. If he earns $200,000, you must earn $400,000 and so on.

It was not always thus. For thousands of years no one had heard of growth. Agricultural economies were basically static. Only with the Industrial Revolution did humans become capable, slowly at first, of increasing output from year to year. That is why Britain, then Europe, then America and Australia and New Zealand gradually began to pull away from the pack, leaving the still predominantly agrarian economies of Asia, Africa and Latin America behind.

If growth is a relatively new concept for human societies, then the economy is an even newer one. Before the invention of GDP, it was pretty difficult to define what an economy was, even if you wanted to. Before then, an economy was pretty much a cost saving, what Jane Austen meant when she wrote to her sister in 1808, ‘I shall eat ice and drink French wine and be above vulgar economy.’9

Now we are all too familiar with the concepts of the economy and economic growth. One could go as far as to say that they rule our lives. But what do they mean precisely? If the experts have designed a system that does not help us understand our reality, then the government is also left without a reliable metric with which to understand society. And if what we are measuring is wrong, or insufficient, then what we get, in terms of direction and policy, will be wrong and insufficient too. Governments make policies to maximise measured outcomes. For decades that has meant maximising growth.

In Britain both former prime ministers Tony Blair and David Cameron launched projects to measure well-being as well as economic growth
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